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MANAGEMENT REVIEW 


JANUARY, 1937 


LAST month Dr. Willard Thorp of Dun 

& Bradstreet, writing the “Current 
Comment” for The Management Review, 
viewed the business horizon through the 
experience of the past, and advised execu- 
tives to be conservative. This month, there 
runs through the welter of literature that 
has crossed our desk a whispering chorus 
asking the question: “What is our boom- 
let made of?” Some writers declare frankly 
that it has a wooden leg, and others hint 
that it is a chip off the old block, all set 
for a career like its predecessors. 

Our function is to convey to you the 
views and opinions of others, we do not 
make a ge of giving specific advice, 
but, in this situation, we again urge that 
you keep before you Dr. Thorp’s wisdom 
of the last issue. 


De you have customers who take dis- 

counts on merchandise after the time 
limit has expired? Certain types of buyers 
make a practice of that sort of thing. It 
is related on page 29 (Playing Fair on 
Discounts) that a customer of one firm 
assumed that he would be is Rer a dis- 
count 53 days after the date of invoice, 
when the terms of the sale plainly specified 
2 per cent discount only if the bill was 
paid within 10 days. The selling firm 
worked out an idea that was effective in 
curbing the practice. 


you may wonder how the rage for ex- 
pensive cameras and fine amateur pho- 
tography got its start. The story has 
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What Are Little Boomlets Made Of? 


The ect of the publications of the American Management Association is 
oi deas which it it is hoped may prove interesting and informative, but the y > eh Mage vd 
authors in articles issued in or as its publications. 


lesson for managemen 
30 under the heading 
If Competition Has Gobbled Up Our 
Outlets? 


and is told on page 
Ww 


page 17 (Salary Standards in 250 Lines 
of Business) which is the digest of the 
first of a series of reports being made by 
American Business. 


JN the dark, since the depression, the sub- 
ject of profit sharing has been exhumed 
in months and en. a thorough air- 
ing. This number of The Management Re- 
view finds it by no means neglected. Of 
particular merit is the study just published 
by the Policyholders Service Bureau, Met- 
ropolitan Life Insurance Company. (Shar- 
ing Profits With Employees, page 22). 
Profit sharing is not, the report emphat- 
ically states, a panacea for industrial ills. 
It is, however, a recognition of mutuality 
of interest between capital and labor. 


sorPHE Investment in Appearance” was 

the title chosen for our “Current 
Comment” this month, and Charles R. 
Hook, President of the American Rolling 
Mill Co., did a masterful job in handling 
the subject. His concluding sentence is 
one to be remembered: “Products that are 
acceptable today will be obsolete in a few 
years, as quaint as some of the photographs 
in the family album.” 


before the 


ARE salaries in your concern in line TE ets 
with those being paid in other com- 
nies? Here’s a chance to check-up. See ae Os 
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Current Comment 


THE INVESTMENT IN APPEARANCE 


More progress has been made in 
the last decade in the pnpeored appearance of products than 
in any comparable period in history. Spurred on by the de- 
mands of a period of economic depression during which it be- 
came necessary to place greater emphasis on sales appeal, 
manufacturers have become more conscious of the fo of 
beauty as a merchandising force. 


We as consumers may not be aware of the part that 
designing plays in our selection of a radio, an automobile, a 
washing machine, a percolator or a tube of toothpaste, yet 
many of our personal preferences are actuated by appearance 
of the product more than by anything else. We ave been 
educated by advertising, by the magazines, the newspapers, 
the motion pictures, the radio and the schools to exercise bet- 
ter taste and to expect beauty as well as utility in the things 


we buy. 


Realizing this, manufacturers have invested millions of 
dollars in improving the appearance of their products. The 
have let the industrial designer take his place with the resea 
engineer in the improvement of existing ong and the de- 
velopment of new ones. They have established product styling 
departments. They have trained their sales forces to appreci- 
ate the value of “eye appeal” and they have emphasized the 
appearance of their products in advertising m to the 
consumer. 


In this era of streamlining when the design of our trains 
and motor cars has been so rapidly and so radically changed, 
and when the streamline influence is evidenced even in such 
things as refrigerators, lawn-mowers, suspenders and peram- 
bulators, no manufacturer can overlook the importance of the 
appearance of his product. Even though the product is one 
that cannot be changed in appearance, such as soup or soap 
or eggs, there perhaps is room for improvement in the con- 
—— Thousands of producers of such things have found this 
to be true. 


There are two principal reasons why improved appearance _ 
of a product make it a salable. One is the instinctive love | 
of beauty. Other things being equal, the average person 
naturally selects the more beautiful of two items. The other 
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is that a good appearance creates confidence in products as 
in individuals. The attractive item suggests quality. 

But in this business of developing better-looking products 
the responsibility does not fal! alone on the manufacturer of 
the product. Producers of raw material, too, have duties to 
perform and by and large they are doing their share. Not 
only have they produced new materials—plastics, compositions, 
metal alloys, synthetic rubber, etc.—but they are cooperating 
with manufacturers of finished products in the development of 
new uses of these materials in improved products. It is good 
business for the producer of raw materials to do this, whether 
he is engaged in steel, or lumber, or chemicals, or whatnot, 
for by helping to make the items into which his materials go 
more attractive to the consumer, he is building up his own 
sales volume. 

Often through this cooperation of effort the result has 
been not only a better-looking product but one that is simpler 
and more economical to produce. And thus the public receives 
a two-fold benefit—a better product at a lower price. 

For example, since the American Rolling Mill Company 
developed the continuous sheet rolling mill, the price of sheet 
iron and steel has been greatly reduced. As a result of this 
process and the subsequent development of the continuous cold 
reduction mill, sheet metal is being used today in countless 
ways in which it otherwise would not have been practicable 
either because of cost or the difficulty of producing it in suffi- 
cient quantity and in sufficiently large sheets. St 

One has but to compare the beautiful all-steel streamlined es 
automobile of today with the car of 1929 or 1930 to see the e 
great advance that has been made within the last few years 

in the improvement in appearance through the cooperation of 
car manufacturers and the producers of raw materials. The 
steel roof, the graceful fenders, the built-in trunk compartment 
are products of the joint efforts of the steel producers and the 
automotive engineers working with the designers. 

And what an improvement is the porcelain-enameled metal 
refrigerator with its pleasing lines over the old-fashioned 
wooden ice-chest of a few years ago! or the modern kitchen 
range compared with the cast-iron range! or the kitchen sink 
with its acid-resisting enamel and the enclosed storage space 
wk > he only begun the task of h 

e have un the task of improving the appearance 
of the things we make and sell and use. Products that are - 
acceptable today will be obsolete in a few years, as quaint 
as some of the shitegiighe in the family album. 


CHARLES R. HOOK, President, 
The American Rolling Mill Co. 
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THE MANAGEMENT REVIEW 


THE MANAGEMENT INDEX* 
Abstracts and News Items 


GENERAL MANAGEMENT 
Investing for a Business Man 


Nine years ago Barron’s invited its 
readers to submit their ideas as to how 
to invest $100,000 for a successful 
middle-aged business man. Out of the 
760 replies, three prize-winning ar- 
ticles were selected. Almost unani- 
mously, the contestants advised that at 
least part of the fund should be placed 
in common stocks, and more than 10 
per cent advised investing $100,000 in 
equities. Many contestants anticipat- 
ing an early decline in the stock mar- 
ket, advised placing part of the fund 
in short-term bonds which could be 
easily liquidated and investing the 
money in stocks when prices were 
lower. 

Two years after the contest, the 
leading list was that of Mr. Brundage, 
winner of the third prize. His fund, 
75 per cent of which was placed in 
stocks, 25 per cent in short-term bonds, 
on August 15, 1929, had appreciated 
152 per cent. At the present time, 
however, his list is $4,600 behind that 
of Miss Freeman’s another contestant, 
which contained 70 per cent stocks and 
30 per cent short-term bonds. Surpris- 
. ingly enough, the Shuman list, which 
placed 70 per cent in bonds and only 


30 per cent in stocks, is now far be- 
hind the two leaders. 

In order to secure a list that would 
represent the combined opinions of the 
best answers, a composite selection was 
made by Barron’s following the con- 
test. This composite list consisted of 
common and preferred stocks and 
bonds in the same proportions as were 
found in averaging the proportions 
used in the 97 best lists. 

But the conclusion is inescapable 
that the contest was based on a false 
premise ; namely, that it is possible suc- 
cessfully to invest a sum of money in 
any way that will not require more or 
less constant watching and changing. 
By Lucile Tomlinson. Barron’s, De- 
cember 7, 1936, p. 11:1. 


The Coming Boom 


Largely because of the government’s 
planned credit program, business activ- 
ity today is not far under the 1929 
average and in the stock and commod- 
ity markets we see warnings of a com- 
ing boom. Monetary-credit manage- 
ment is a primary part—as a continu- 
ing obligation and responsibility of 
government—of the plan. This man- 
agement is a new art with credit re- 


* For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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lated not only to gold, bank reserves 
and to the open policy of the Federal 
Reserve System but also tied up with 
human hopes and fears. In our experi- 
ence with credit management no one 
has been able to see at what precise 
time a sound expansion becomes a dan- 
gerous boom. 

We must give brief attention to the 
question, “What caused the depres- 
sion?” because it is a repetition of the 
past one that President Roosevelt and 
his advisers are seeking to avoid. One 
familiar view is that too much of the 
national income went not into cur- 
rent consumption but through the flow 
of savings into excessive productive 
facilities. This author ventures to sug- 
gest the opinion that our mistake in 
the last boom was not excessive expan- 
sion of credit per se but excessive use 
of credit for non-productive purposes. 

As we near a past peak of economic 
well being, we fear potential credit ex- 
pansion because we know that every 
such expansion in the past has been 
followed by painful deflation. We have 
the materials, knowledge and credit re- 
sources to increase greatly our stand- 
ard of living. The control efforts need 
the judgment of a Solomon. Federal 
control as a practical matter can not 
go beyond supervision of the amount 
of credit going into the stock market 
and the rules by which purchases and 
sales are made. It cannot and will not 
control the trend of stock prices as dic- 
tated by primary causes—unless it 
changes those causes, and it will not 
do that because it desires further eco- 


nomic expansion and adheres to the 


cheap money policy. 


THE MANAGEMENT INDEX 


There is danger of a commodity 
price boom due to a tendency toward 
wage and price increases in manufac- 
turing industry. We had a security 
inflation between 1924 and 1929 but 
no commodity price inflation. In 1919, 
however, there was an_ inflationary 
wage-price cycle which carried finished 
goods so high that purchasing power 
was drastically reduced and the bot- 
tom fell out of prices and business ac- 
tivity late in 1920. It seems to the 
writer that the most tangible near- 
term threat to stabilized good times 
is the present price-raising tendency in 
industry. 

We believe that the majority have 
not forgotten the penalties of excess 
and are capable of managing their af- 
fairs with prudence. And in the final 
analysis the question is not only how 
wise will the Government be in its 
controls but also how wise will the 
people be in the conduct of their own 
affairs. By James T. Hamill. The 
Magazine of Wall Street, December 
19, 1936, p. 2704. 


A New Publication 


In recent weeks a new publication 
of exceptional merit dealing with the 
management of public opinion has 
been published by the School of Public 
Affairs of Princeton University. It is 
called The Public Opinion Quarterly © 
and is edited by DeWitt Clinton 
Poole, Harwood L. Childs, and a 
group of associate editors. Annual sub- 
scription is $4.00, and single copies 
are $1.00. 

This periodical fills .a definite need 
by undertaking to explain what public 
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opinion is, how it generates, and how 
it acts. It presents an excellent me- 
dium for bringing together from the 
press, government, radio, motion pic- 
tures, business, advertising, etc., the 
latest information on the phenomena 


and problems of public opinion. 


No Fence Around American 
Commerce 


A lively and incessant campaign is 

being waged in this country in the 
interests of “Buying American.” What 
is it all about? Are we to accept the 
British claim that since the “Buy Brit- 
ish” movement helped to get England 
out of the depression, a similar popu- 
lar movement might do the same here? 
The campaigners think it will. 
- We can still afford the things we 
need. We have half of the world’s 
gold with which to buy them. We are 
a creditor nation to the rest of the 
world to the extent that we received 
last year 375 million dollars net in the 
form of interest and dividends from 
abroad. This is no time to refuse our 
creditors the privilege of making at 
least part of the payments in goods. 

Already, as we stand, we are the 
most nearly self-contained of all the 
great nations. In actual living and 
trading, however, the change toward 
any substantial measure of further self- 
containment would appear from the 
facts of our lives to be very dearly 
bought. Confinement of what we use 
and wear and eat to origins in the 
United States would leave out some of 
‘the most common advantages we have 
built up by science and civilization and 
would drastically readjust practically 


every business. We are still strong 
enough and shrewd enough to trade 
the best we have for the best we can 
get from other countries, and not lose 
either money or sleep over such a nor- 
mal condition of interdependence. 

“Buy American” may sometimes re- 
store a balance in our national inter- 
est, but carried to anything like the 
lengths its supporters desire, it is a 
purely destructive force of selfish and 
sectional interests. The balance be- 
tween foreign trade and domestic econ- 
omy has served the national interest 
well enough to defeat and survive the 
depression. By Gardner Harding. 
Printers’ Ink Monthly, December, 
1936, p. 13:4. 


What the 75th Congress Can 
Mean to Business 

America’s interest is focused on 
Congress which convened on Tuesday, 
January 5, 1937. It is a Congress lop- 
sided with Democrats and yet one 
likely to be split with schisms as wide 
and deep as those normally existing in 
a Congress more evenly divided be- 
tween Democrats and Republicans. 
Roosevelt will rule the roost but he is 
a good enough politician to do so judi- 
ciously. Directly or indirectly, though, 
he is going to call the turn on all legis- 
lation of national import—on cutting 
down relief rolls, on modifications in 
the undistributed earnings tax law, etc. 

The New Deal picture is almost 
complete. The new legislation he 
orders in the new Congress will merely 
touch up this picture. Some equivalent 
of NRA will find its way into the set- 
up, partly because labor will force it 
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and partly because F.D.R. is persistent. 
He thinks business and labor and the 
consumer can regulate their relation- 
ships with agreements that have the 
full force of law and that will assure 
permanent profits to business, bigger 
wages and shorter hours for labor, 
fair-trade practices for everybody. He 
sees such an entente cordiale as part 
of the answer to boom-depression cycle 
in our competitive economy. 

The stage seems set for a new food 
and drug act and agreement is almost 
general as to the ultimate content of 
the bill. Unless the Administration is 
assured of securing advertising control 


FINANCIAL MANAGEMENT 


Nation’s Tax Burden to Double 
by 1950 


Young & Ottley, Inc., in their re- 
cently published book, Merchants of 
Debt, concludes that the country’s tax 
burden is destined to double by 1950 
and unless national income expands 
from the present $50 to $90 billions, 
the United States is faced with the 
possibility of another devaluation with- 
in the next ten years. “In 1932 when 
taxation had reached more than 20 per 
cent of national income, taxes and the 
debt burden grew so onerous that a de- 
valuation of the currency proved po- 
litically expedient.” 

An analysis of the taxation curve of 
the United States for the past fifteen 
years shows that by 1950 taxes may 
reach an annual total of $12 to $14 
billions without the social security 
taxes. Including them the total tax 
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—and industry generally prefers to see 
it lodged in that body rather than en- 
dure a split administration of the act 
—the bill will have a tough time ever 
getting through Congress. Tugwell’s 
retirement improves rather than hin- 
ders the Food and Drug Administra- 
tion’s chances of getting what it wants, 
for the Commission has capitalized re- 
sentment of Mr. Tugwell to its own 
advantage. This year the Administra- 
tion is counting on Rayburn, who is 
now almost sure of succession to the 
Speaker’s job on Bankhead’s retire- 
ment. By Edward R. Keyes. Adver- 
tising & Selling, Jan. 1, 1937, p. 2125. 


may reach $17 to $19 billions per 
year. Past experience tells us that this 
can be borne without the threat of de- 
mand for devaluation only if national 
income increases from the present ap- 
proximate $50 to $80 or $90 billions 
annually by 1950. 

“This increase of income required 
to pay the nation’s potential tax bill 
seems out of proportion with present 
prospects and points to the possibility 
of another devaluation in the next ten 
years with violent fluctuations in the 
price of securities a certainty unless 
there is a change in Government pol- - 
icy.” 

Tracing the relationship of bonds to 
deposits for the past 100 years, we find, 
in 1834, bonds were only 6 per cent of 
deposits, in 1867 the ratio had risen 
to 82 per cent and for twenty-five 
years thereafter the trend was down- 
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ward. From 1892 to 1917 it stabilized 
between 25 and 30 per cent. Since 
that time there has been a slow but 
sure upward trend. 

Analysis of the reasons for the de- 
clining level of loans in comparison 
with deposits shows the condition is 
not temporary. Fundamental changes 
have diminished the importance of 
bank loans in financing the process of 
production and distribution. 

Discussing the growth of funded 
debt in conjunction with the nation’s 
debt capacity, the survey states that 
the most accurate way to get the mar- 
gin of national income, available an- 
nually for the payment of bond inter- 
est and retirement of debt, is to trace 
the growth of debt, national income 
and taxation. 

The chief work of banks is no 
longer that of making loans but that 
of dealing in bonds. This new condi- 
tion must be met in a period of increas- 
ing credit control by the Government. 
Result—the certainty of fluctuation is 
introduced into the prices of securities 
quite aside from the normal interplay 
of supply and demand that have here- 
tofore formed the basis of business 
judgment. The Bankers . Magazine, 
December, 1936, p. 532:2. 


Cooperation. 


Over 299,000 persons borrowed 
money through cooperative credit so- 
cieties during 1935, as shown in re- 
ports furnished to the Bureau of Labor 
Statistics by the United States Farm 
Credit Administration and by societies 
in 23 states. The total loans reported 
amounted to over $24,000,000, the av- 


erage sum per loan being $142. These 
societies had aggregate resources of 
over $49,000,000 and had accumulated 
reserves of $3,000,000. Dividends to- 
taling approximately $695,000 were 
paid by the societies in 14 states and 
the Federal societies in 29 states. Sav- 
ings deposits of over $6,000,000 were 
reported by the societies in 7 states. 
Monthly Labor Review, December, 
1936, p. 1420:10. 


Fourteen Guides to Financial 
Stability 

The fourteen ratios published in this 
report are based on an analysis of 60 
different lines of business (35 manu- 
facturing, 18 wholesaling, and 7 re- 
tailing), including 47,980 enterprises 
for the period of 1931-35. Most of 
these concerns had a tangible net worth 
of $50,000 or more. The author, in 
reducing his five-year study of the 
profit and loss factors in management, 
offers measuring sticks the gauges of 
which are determined on actuarial 
experience. 

Interesting is the author’s computa- 
tion of the average life-span of a busi- 
ness at 66 months; infant mortality of 
concerns lasting only one or two years 
brings down the average. 

Intimating that a business canriot 
run profitably on momentum, the au- 
thor finds that his operating ratios har- 
monize with the truisms of common 
sense in business. He emphasizes the 
fact that a successful business venture 
reflects the business virtues of its ex- 
ecutives, particularly their willingness 
to invest intelligence in the discharge 
of executive responsibilities. The ra- 
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tios are intended to serve as a correc- 
tive in financial management, not only 
for the medium-sized enterprise, but in 
larger companies where divided au- 
thority and manifold interests invite 
hidden loss factors. The 14 ratios help 
identify the profit leaks when compari- 
sons are made. By Roy A. Foulke. 
Dun & Bradstreet, Inc., 1936. 43 pp. 


Banking Under the Federal 
Deposit Insurance Corporation 


More than three years ago the Fed- 
eral Deposit Insurance Corporation 
was created by Congress. The original 
law which was passed immediately fol- 
lowing the bank holiday of 1933 has 
been revised. In working out the plan 
for permanent insurance two types of 
development were possible with re- 
spect to the relation of the F.D.I.C. 
to insured banks. First: the corpora- 
tion might be set up solely as a means 
of transferring the losses resulting 
from bank failures from the depositors 
in closed banks to depositors and stock- 
holders in all of the banks in the coun- 
try. Second: the corporation might be 
designed to operate in such a way as 
to reduce the frequency of bank fail- 
ures and the amount of losses result- 
ing therefrom. Congress adopted the 
latter plan and ine rate of assessment 
was placed at one-twelfth of 1 per 
cent per year of total deposits. The 
F.D.1.C. was also assigned the duty 
of requiring insured banks to operate 
in a safe manner. 

Some banking practices which have 
been mentioned as responsible for the 
large number of bank failures in the 
past are: failure to maintain a proper 
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adjustment between the character of 
bank assets and the character of bank 
liabilities; undue optimism in making 
loans and in selecting investments dur- 
ing times when business is “good”— 
that is, the making of too many risky 
and speculative loans and investments ; 
failure to write off losses when they 
occur and the continued carrying of 
assets on the books at values above 
those which can be realized. To dis- 
charge its duty properly F.D.I.C. must 
give its special attention to these fac- 
tors. 

The character of a bank’s assets 
must be such that they at any time can 
meet the demands of its depositors. 
Deposit insurance has largely removed 
lack of confidence as a factor in with- 
drawals of deposits. 

Bankers should develop standards 
which will enable them to resist more 
successfully than heretofore extrava- 
gant changes in business attitudes. 
They must not accumulate losses and 
the corporation, to protect its own 
interest, cannot afford to permit banks 
to accumulate these losses. 

Capital ratios maintained by com- 
mercial banks today are generally 
lower than in the past. In addition the 
elimination of double liability for 
stockholders of banks has further re- 
duced the protection afforded the cred- 
itors of banks. If banks are to write 
off losses promptly and to maintain 
adequate capital, they must have ade- 
quate earnings, and for this reason the 
corporation is vitally interested in the 
earnings of the banks. _ 

Excessive competition may destroy 
the earnings of insured banks and so 
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the corporation is concerned in protect- 
ing the insured banks against this com- 
petition which results from the cre- 
ation of uneconomic banks. Other 
types of financial institutions offer 
great competition ; and whether or not 
the banks can compete with them suc- 
cessfully depends on their ability to 
perform the services desired and to 
meet the community’s needs satisfac- 
torily. 

The Federal Deposit Insurance Cor- 
poration does not keep a bank from 
failing, it does its best to help and then 
if there is still a failure it pays the 
The banks, however, are sounder 
now than at any time in the experience 
of the present generation of bankers, 
due to the fact that the capital has 
been built up and assets cleaned up. 
By Leo T. Crowley, Chairman, Fed- 
eral Deposit Insurance Corporation. 
The Bankers Magazine, November, 
1936, p. 377:5- 


Readjusting the World’s 
Currencies 


Announcements from Holland, 

Switzerland, Italy and Czechoslovakia 
followed the recommendation of the 
French Government to the effect that 
currency should be readjusted. The 


INSURANCE 


governments of France, England and 
the United States reached an agree- 
ment in the interest of international 
exchange stabilization. The ma- 
chinery was provided for international 
clearing and the basis of international 
settlements in terms of gold. The 
agreement announced by Secretary 
Morgenthau looks toward the mainte- 
nance of an equilibrium in the ex- 
changes but says nothing whatever 
with regard to the important question 
of the type of monetary unit or stand- 
ard of value upon which that equili- 
brium is to be maintained. The logical 
outcome will in due time be that inter- 
national monetary stabilization be- 
comes effected on the basis of gold. 

In exchange wars, countries which 
do not devaluate their currencies seem 
to suffer handicaps. They lose their 
export markets to the cheap money 
countries and this reacts unfavorably 
on their domestic industries and on the 
national budget. 

All currencies must be more or less 
managed and a substantial amount of 
international cooperation _ effected 
through the instrumentality of central 
banks if any enduring international 
stabilization plan is to be effected. By 
Edwin Walter Kemmerer. Nation’s 


Business, January, 1937, p. 19:7. 


Insurance abstracts are contributed by P. D. Betterley, Insurance Con- 
sultant, Assistant Treasurer, Graton & Knight Company. 


Controlling Common Industrial 
Fire Hazards 


Processes of manufacture have ma- 


terially changed in recent years as a 


result of chemical research. These 
changes have been made without suff- 
cient study of fire and explosion haz- 
ards that may be involved. In addition, 


| 
rec 
| in 
| rat 
are 
star 
| 
fact 
ing. 
exti 
| reac 
| 
| | unu 
| thir 
| in f 
| the 
| whi 
| base 
vert 
orig 
blaz 
| thou 
T 
stair 
part: 
stan 
A 
in m 
age 
ied t 
the 
cause 
sistec 
= 
St 
chess 


recent recovery activities have placed 
in use buildings which have deterio- 
rated during the depression and which 
are not in any way in keeping with 
standard, safe construction. 

A recent occurrence illustrates this 
fact. A fire occurred in the sub-base- 
ment of a five-story industrial build- 
ing. The original fire was so small 
that firemen only needed a 2%4-gallon 
extinguisher to put it out. They were 
ready to leave for their quarters when 
one of their number noticed smoke 
coming from an open window of the 
unused top floor. They found two- 
thirds of this section already involved 
in flames as the result of ignition from 
the concentration of super-heated air 
which had reached that area from the 
basement through stairways and other 
vertical openings. The loss from the 
original fire was nothing, while the 
blaze in the upper section cost several 
thousand dollars. 

Tightly-enclosed elevator shafts, 
stairways, and other vertical openings, 
and the erection of standard fire wall 
partitions will give a much improved 
margin of safety from a construction 
standpoint. 

A hazard has made its appearance 
in many locations, caused by the leak- 
age of gasoline and fuel oil from bur- 
ied tanks. Explosions and fires due to 
the escape of these liquids have been 
caused by either improper installation 
or from deterioration frequently as- 
sisted by electrolysis or ordinary cor- 
rosion. 

Static electricity is said to have been 
the cause of many serious explosions 
and subsequent fires in recent years. 
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There are few industrial operations 
where it is not found, dependent upon 
the type of manufacturing and the at- 
mospheric conditions. In intensity it 
runs from 5,000 volts to 65,000 volts, 
but with very small amperage. It lasts 
only a fraction of a second, having no 
continuous source of supply and is es- 
pecially dangerous in plants where 
there is dust or inflammable vapor 
which might easily explode. By T. 
Alfred Fleming. The Weekly Under- 
writer, November 7, 1936, p. 1155:2. 
Editor’s Note: It is particularly im- 
portant that industrialists should ana- 
lyze the hazards in their business oper- 
ations which might give rise to a 
casualty. Many of the “synthetic” ma- 
terials which are being used in proc- 
esses precipitate hazards which were 
unknown some years ago. The devel- 
opment of intricate processes and high 
speed machinery introduces new acci- 
dent and explosion hazards as well as 
serving to increase the fire hazards. It 
would be decidedly helpful to insur- 
ance and prevention departments of 
businesses to study the causes of losses, 
and take necessary precautions before 
it is too late. 
Dust Explosion Prevention 

The Federal Government has con- 
ducted extensive research studies to de- 
termine the causes of dust explosions 
and to develop methods for their pre- 
vention and control. 

The studies of the Bureau of Chem- 
istry and Soils, U. S. Department of 
Agriculture, show that under favorable 


conditions a dust explosion can ‘occur 


in any industrial plant or manufactur- 
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ing establishment where combustible 
dust is created during manufacturing 
operations. 

A survey has shown that the dust 
explosion hazard exists in a wide range 
of industries, such as flour and feed 
mills, grain elevators (both terminal 
and rural), starch factories, sugar re- 
fineries, woodworking plants, pow- 
dered milk plants, soap powder fac- 
tories, sulphur crushing and pulveriz- 
ing plants, hard rubber recovery plants, 
cork pulverizing plants, chocolate and 
cocoa plants, paper mills, insecticide 
plants, celluloid and textile plants, alu- 
minum, zinc and magnesium plants, 
fertilizer plants, and rosin-handling 
plants. 

We find, therefore, that approxi- 
mately 28,000 industrial plants in the 
United States are subject to the dust 
explosion hazard. These plants nor- 
mally employ 1,325,000 persons and 
manufacture products having an an- 
nual value of more than $10,000,000,- 
ooo. 
In the last 20 years there have been 
about 400 dust explosions in industrial 
plants in the United States in connec- 
tion with the handling, milling, and 
processing of products largely of agri- 
cultural origin. In these explosions 
320 persons lost their lives and 750 
were injured. The property and stock 
losses (insurance paid) amounted to 
more than $35,000,000. By David J. 
Price. The Weekly Underwriter, De- 
cember 5, 1936, p. 1363:3. 


Editor’s Note: It may be implied from 
the article that explosion hazards exist 
only when there is a dust produced by 


manufacturing operations, or the han- 


dling of certain materials, but recently 
it has been reasonably well proven that 
ordinary dust mixed with oil vapors or 
other substances, may produce an ex- 
plosive mixture. It is suggested that 
insureds confer with their underwrit- 
ers. Because of multiple duties, indi- 
vidual inspectors may overlook haz- 
ards. We have known of firms who 
have taken their problems to Federal 
Government Bureaus for solution. 


I. U. B. Liberalizes Use of Single 
State Forms 


Rules governing Form A have been 
changed to permit the coverage of pat- 
terns and dies. 

Another change in the rules permits 
the use of the single State Reporting 
Forms A and B at two or four loca- 
tions in a single city or town. A loca- 
tion rule has been adopted in connec- 
tion with the use of the forms in a 
single city which requires that “in or- 
der for an account involving less than 
five locations to be eligible, there must 
be aggregate values at other than the 
principal location to justify ‘limits of 
liability’ of not less than 10 per cent 
of the total provisional insurance 
shown in the form attached to the pol- 
icy.” New York Journal of Com- 
merce, Insurance Section, November 
27, 1936. 


Court Rules Out Express Receipt 

A carrier may not arbitrarily limit 
legal liability for loss, was the ruling 
of the Supreme Court of the County 
of New York, in the case of M. Low- 
enstein & Sons, Inc., vs. Adley Ex- 
press Company. The insurance car- 
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riers representing the shippers paid for 
the losses as a loan. Claim was there- 
after made against the motor carrier, 
but the carrier refused to pay beyond 
an amount based on a valuation of 
50 cents a pound, claiming that a re- 
ceipt delivered at the time the mer- 
chandise was taken by the truckmen 
was a limited value contract. 

It was contended that an oral agree- 
ment had been made to transport the 
merchandise at a certain rate, and no 
mention was made of released values. 
The Court ruled that since the defend- 
ant was a common carrier, it could not 
limit its liability unless there was a 
choice of rates, and the carrier was re- 
quired to pay for the full loss. New 
York Journal of Commerce, Insurance 
Section, November 27, 1936. 


Editor’s Note: The above case illus- 
trates graphically that the problems 
and interests of the insurance buyer 
are extensive and involve far more than 
the mere insurance policy. An ordi- 
nary business contract or routine pro- 
cedure may seriously affect insurance 
placement. 


Insurance Buyers in Industry 
and Business 

Malcolm Muir, President of the 
McGraw-Hill Publishing Company, 
Inc., has conducted a field survey of 
the insurance buying methods of in- 
dustry and has reached the following 
conclusion : 


Despite vast amounts of money and 
vital interest involved, the protection 
of the insurable risks of business and 
industry is being generally handled on 
a hit-or-miss basis. Not enough business 


men are conscious of the possibilities 
of cost reduction and security found in 
the many kinds of insurance now 
offered. 


The survey covered 667 firms in fif- 
teen States, including companies in all 
lines of manufacturing, as well as 
wholesale and retail business. 


Most policyholders know their brok- 
ers, but have a very hazy idea as to what 
companies they are insured with. At 
present 37 per cent of these reporting 
companies apportion the cost of the 
insurance to the departments respon- 
sible for the risk, but two-thirds do 
not. This is a weakness which should 
be corrected. The Weekly Under- 


writer, October 17, 1936, p. 93821. 


Cancellation and Return Premium 


The case of General Exchange In- 
surance Corporation v. Coffelt, Su- 
preme Court of Arkansas, is interest- 
ing: 

The policy issued by the General 
Exchange permitted of cancellation 
with or without the return of unearned 
premium but provided that if the pre- 
mium were not tendered, the notice 
should state that it would be refunded 
on demand. The company gave notice 
of cancellation, and upon its receipt the 
insured demanded a refund. The 5- 
day period expired on April 2; the 
company’s check in payment of the un- 
earned premium was received on April 
oth. In the meantime, the insured had 
an accident on April 5th. The court, 
following the Wisconsin court in the 
case of Molyneaux v. Royal Exchange, 
held the company liable on the ground 


n 
ie 
‘ 
it 
1- 
it 
1g 
x- 
r- 


16 THE MANAGEMENT REVIEW 


that if the insured demanded a refund 
of the unearned premium during the 
5-day period, and such refund is re- 
fused by the company, then the can- 
cellation of the policy is automatically 
deferred until the unearned premium 
is refunded. 

But where the insured demands no 
return of premium, the cancellation is 
effective, according to the Supreme 


OFFICE MANAGEMENT 
January Ist Is Transfer Time! 

Filing as we know it today is essen- 
tially a modern business activity. The 
sole purpose of the current file system 
is to have information on immediate 
call. The only way that a filing sys- 
tem can be smooth-flowing and efficient 
is to avoid over-crowding of the fold- 
ers and the retention of obsolete ma- 
terial. Removing the out-dated papers 
from the current files to other less ac- 
tive files is known as transferring. Un- 
der the periodic system the entire con- 
tents of the current files are put in the 
storage files at regular intervals. Much 
of the material thus relegated must be 
used for months after it has been re- 
moved and all sorts of inconvenience is 
caused. 


A second transfer system is the con- 
tinuous system. The theory is that the 
dead material is weeded out constantly 
and there is a continuous flow of pa- 
pers going from the active files to the 
inactive transfer files, Entire files may 
be taken out and destroyed without 
going to the transfer files. Common 
sense is the best guide to what can be 


Court of Appeals of West Virginia in 
the case of Hastalis v. Firemen’s In- 
surance Company. Insurance Deci- 
sions, Pp. 53:2 and p. 55:2. 


Editor’s Note: Not all statutory poli- 
cies have the same cancellation provi- 
sions. Therefore, the policyholder must 
study the terms of his insurance policy 
before taking steps to cancel or before 
accepting request for cancellation. 


destroyed and what cannot. Give your 
transferred material the same set-up 
as it had in the current files; filed ac- 
cording to the year and not the subject 
matter. 

Be sure you have enough room to 
house the transferred material. You 


will find your transferred material eas- 
ily obtainable once you have enough 
room to spread it out properly. Office 


Management, December, 1936, p. 


14:3. 
The Place of the Office Employee 
in the Safety Program 
Mechanization in the office more 
than justifies action regarding safety 
measures. The time is at hand when 
management must recognize and ac- 
cept its responsibility for accident pre- 
vention in the office as it has in the 
shop. Unfortunately there are few fig- 
ures available regarding office accidents 
as such. They are generally grouped 
with those of plant calamities. Head- 
ing the list we find “falls.” When an 
accident occurs there may be a general 
stoppage of work in the excitement 
and papers are apt to be thrown about 
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and lost. For every dollar spent on 
the accident directly there are gener- 
ally four to five dollars in costs that 
develop incidentally to the actual im- 
mediate expenses involved in the diffi- 
culty. Drawers of desks and other 
equipment that are pulled open and 
allowed to remain so are a source of 
danger. Someone in every office should 
be designated to see that safety mea- 
sures are observed. By John W. Rie- 
dell. N.O.M.A. Forum, October, 
1936, p. 17:2. 


Salary Standards in 250 Lines of 
Business 


This is the first of a series of reports 
showing the minimum and maximum 
salaries actually being paid to clerical 
workers in offices in different parts of 
the country. The first report deals 


with the starting salaries in offices. 

We are entering a period when the 
turnover of factory and office help will 
inevitably increase sharply unless man- 
agement is extremely skillful in hand- 
ling the salary problem. There may 
be cases, however, where an adjust- 
ment in poor working conditions will 
create more good-will than a small 
raise in salary. 

Very few companies were found to 
use any sort of a wage incentive plan 
for office workers. 

The most popular starting salary for 
secretaries was found to be $25 a week, 
for stenographers it ranges between 
$12 and $15. File clerks receive a lit- 
tle less than the stenographers. The 
most frequently mentioned figure for 
bookkeepers was seen to be $25 weekly, 
while $18 is shown to be the usual 


salary for transcribers. When a cal- 
culator machine operator begins to 
work he may expect a salary of $15 
and billing machine operators, on the 
average, will get the same. 

There seems to be little relation be- 
tween salaries and the size of the town 
in which they are paid. In forthcom- 
ing issues an attempt will be made to 
analyze the various returns according 
to population of the towns in which 
various salary ranges fall, and to de- 
termine what allowance if any is made 
for the supposedly lower living costs 
in smaller cities and towns. 

Where salaries are low to start, the 
fact seems to be entirely a matter of 
individual company policy and appar- 
ently not governed by any local or in- 
dustrial condition. By Eugene Whit- 
more. American Business, December, 
1936, p. 9:3. 


Is Your Filing System a Morgue? 

There are splendid profit-producing 
ideas buried in most files. My secre- 
tary came to me and said that the files 
were so full she would like to throw 
out some of the unimportant matter. 
I decided to attend to the matter my- 
self and went through each and every 
folder. Many new ideas for advertis- 
ing were to be found in the old let- 
ters. Letters from prospects who had 
written in for a booklet and then been 
relegated to the files were contacted 
again and often times sold. Quotations 
on orders never completed were un- 
earthed and followed up. The cus- 
tomers were flattered to have their 
business sufficiently thought of to be 
the recipients of a personal letter after 
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several years—a letter which mentions 
particular points which are closely re- 
lated to the past transaction. The cus- 
tomer is amazed at your “business 
memory” and reacts favorably. 

One of the most valuable typed let- 
ters found was the complaint. These 
should be kept in a separate file. Let 
the customer know that a representa- 
tive will call to see him as soon as pos- 
sible. Let the customer “blow off 
steam” and invariably he will feel bet- 
ter and often give an order. 

Sometimes mix-ups caused by the 
negligence of a clerk may be straight- 
ened out by a search through the 
“morgue.” Keep your files in active 


order and avoid trouble, do better busi- 
ness. By Hiram Blauvelt, Vice Presi- 
dent, Comfort Coal-Lumber Co., Inc. 
Printers’ Ink Monthly, January, 1937, 


p. 28:2. 


Motion Study in the Office 


Much can be done when concen- 
trated study is given to the motions in- 
volved in a single task. The clerk 
must understand the methods to be 
used in performing each of the tasks 
specified and should know just how 
these tasks should be combined. When 
such a study is made many short cuts in 
routine are discovered which eliminate 
the necessity of many of the jobs alto- 
gether. It is generally two or three 
years before the routine itself is 
straightened out. The individual clerk 
is called upon to cover a much wider 
range of operations and the training 
of motion time analysis must be ex- 
panded beyond the industrial engineer 
to the office manager and the section 


head so that they may be able to think 
in terms of analysis as the individual 
clerk is assigned to his various tasks. 
Then if the clerk does not do his job 
properly from a motion study stand- 
point the office manager is in a position 
to check it. The result is that there is 
not the bitterness of feeling which 
would ordinarily come from criticism 
of the individual methods of operation. 
By E. A. Kunst. N.O.M.A. Forum, 
October, 1936, p. 3:6. 


50 Per Cent More Work from 
Typists 


As business increases and office work 
piles up almost every business finds a 
shortage of typists. Prior to our re- 
organization of work our stenographic 
force was scattered throughout the en- 
tire organization and difficulties arose 
whenever large volumes of steno- 
graphic and typing work reached any 
one department. 

We now have a well-organized, cen- 
tralized, stenographic section actually 
saving money for the company. The 
wide variety of typing received tends 
to make our typists expert in all phases 
and so no matter who may be absent 
the production of a certain job is not 
hampered, as would be the case if the 
only stenographer in a department 
were absent. 

Typists are trained while doing the 
actual work. Our stenographic de- 
partment uses one standard form of 
typewritten letter. A large company 
is often judged by the quality of let- 
ters it sends out; therefore, a satisfac- 
tory standard form for each kind of 


letter is necessary. 
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Savings can be efficiently achieved 
through the wholesale use of dictating 
machines. Effective and efficient bonus 
systems were applied to our typing and 
dictating machine work and have had 
remarkable results in increasing our 
production and lowering the cost of 
completed letters. A cyclometer for 
counting keystrokes made on a type- 
writer was adopted as a measuring de- 
vice. Meter readings are taken. A 
penalty of one-half a point was im- 
posed for each error unless discovered 
by the operator herself. The quota 
was set at 750 points a week (288 
strokes to a point) with a bonus of 2 
cents a point paid on all production 
in excess of the 750-point quota. The 
operator is given a chance to compare 
her own output with that of her co- 
workers, which furnishes a good in- 
centive. The dictating machine cash 
bonus plan increased our production 
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tremendously, and with its success we 
were encouraged to try it in our typ- 
ing section. By C. A. Hermes, Cities 
Service Company. American Business, 
January, 1937, Pp. 24:5. 


Some Suggestions for 
Managements 


Pointers for managements of cor- 
porations: First, get your employee re- 
lations right. Then, cultivate intimate, 
frank, above-board friendship with 
your local newspapers: hold nothing 
back from them. Third, enlighten the 
local public regarding your activities 
and the part they play in sustaining 
the community. To expand your busi- 
ness, advertise intelligently, widely. 

Any management which falls down 
on any one of these activities stands 
little chance of achieving or retaining 
a maximum of success. By the Editor. 
Forbes, December 15, 1936, p. 9:1. 


Industrial Economics: Labor and Capital, Legislation, Wage 


Theory, Immigration 
E. T. Weir Opposes Cost-of-Living 
Factor in Steel Wage Agreements 

The public seems to have gained the 
mistaken opinion that the steel industry 
as a whole has adopted the sliding scale 
of wages. So far as I know, no other 
steel company except the United States 
Steel Corp. has done so. 

In our own case, after negotiations 
with our employees’ representatives, a 
wage increase was arrived at which 
was mutually satisfactory. We didn’t 
close the door to future negotiations 


about wages and we did not peg in- 
creases or decreases to the cost of liv- 


‘ing. There are always factors to be 


considered in changing wages other 
than the cost of living. 

I cannot subscribe to the theory of 
chaining wages to living costs, because, 
if carried to its natural conclusion, 
this arrangement would halt future ad- 
vances in standards of living. In the 
past 40 years we have witnessed a great 
and general improvement in living 


standards. Many things have contrib- 
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uted to this, but fundamentally the im- 
provement has been due to a steady and 
favorable “spread” between wages and 
living costs. As I see it, any attempt 
to permanently establish the living cost 
index as the sole barometer for wage 
adjustments would tend to retard the 
continuous increase in real buying 
power which has been and should be 
the goal of all industry. By E. T. 
Weir, Chairman of the National Steel 
Corp. The Iron Age, December 3, 
1936, p. 76:1. 


A Census of Unemployment 


In laying down the foundation 
structure of permanent recovery, one 
of the first essentials is an exact knowl- 
edge as to the number of workers with- 
out a steady job. We need a census of 
unemployment. Our federal, state, city 
and town governments can reach out 


and secure exact information essen-' 


tial to the functioning of modern in- 
dustry and government. The cost of 
such a census would be prohibitive un- 
less the individual assumed responsi- 
bility for reporting the information. 

Let each town, city and state gov- 
ernment set up employment exchanges 
that will function continuously 
throughout the year to receive the 
yearly census figures on wealth, profits, 
income and population, and pass this 
information on to the federal govern- 
ment bureaus. This organization of 
the labor market would facilitate the 
dovetailing of irregular jobs. 

During the world war a system of 
national employment agencies was set 
up in this country, but for the most 


war. And now we realize that em- 
ployment exchanges are a common 
need and should be considered a nec- 
essary part of government. 

Many industries and nations have 
reached the saturation point for wealth 
or population or both. We are living 
under conditions that require flexibil- 
ity; a flexibility that will allow the 
expansion or contraction of wealth and 
population in the interest of improved 
standards of production and income. 
We cannot afford the waste that re- 
sults from production running ahead 
of consumption; the waste that results 
when wealth and population expand up 
to and beyond the saturation point. 
Exact statistical information is essen- 
tial to the closer balancing of supply 
and demand. 

_ The establishment of this new bal- 


‘ance involves the elimination of waste- 


ful and inefficient plants, so that the 
efficient plants can be brought into full- 
time operation. The need for shorten- 
ing hours in the efficient plants so as 
to absorb the existing burden of un- 
employed, cannot be clearly demon- 
strated as long as we lack exact statis- 
tical information on the growth and 
distribution of wealth, population, 
profits and income. By Scoville Ham- . 
lin. Modern Finance, December 15, 
1936, p. 271 :3. 


Unemployment Compensation Ad-— 
ministration in Wisconsin and 
New Hampshire 
Competent administration is a phase 
of unemployment compensation which 
has received all too scant attention, 
considering that it may well prove to be 
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the vital factor in the whole program. 
For this study Wisconsin was chosen 
because its law is the oldest—it became 
in September the first state to pay ben- 
efitt—and New Hampshire was the 
other state selected because it has been 
collecting both employer and employee 
contributions for unemployment insur- 
ance since the first of the year. 
For each state the unit costs of ad- 


Personnel 


Selection of Life Insurance Sales 
Personnel 


This paper considers two broad 
phases of a comprehensive investiga- 
tion which has been in progress for 
over two years in cooperation with a 
large life insurance company. The first 
part of the paper is concerned with an 
evaluation of tests in selection of life 
insurance agents. In the second part, 
test procedures are considered in rela- 
tion to a more complete appraisal of 
suitability for assistant managership, 
a position requiring the supervision of 
agents. 

Tests for general intelligence, ex- 
troversion, ascendance and _ interests 
were administered to 556 new agents 
and 115 assistant managers. Compari- 
son of results with job performance 
ratings and sales production records 
do not reveal direct linear relation- 
ships. A method of determining favor- 
able score areas shows significant re- 
lationship with various criteria of suc- 
cess. I. (a) Extroversion and ascen- 
dance to a moderate degree and intel- 
ligence above the twentieth percentile 
are most predictive of success in sell- 
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ministration, amount of contributions, 
coverage, reports required, records sys- 
tems, overhead organization, personnel 
selection, and effectiveness of adminis- 
tration are examined, explained, and 
compared in a critical and constructive 
manner. Many tables and charts aid in 
graphic presentation. By Walter Mats- 
check. Public Administration Service 
No. 52, 1936. 74 pages. 


ing. (b) Age, education, experience, 
racial stock, and length of service do 
not show reliable trends. 2. (a) With 
assistant managers the intelligence test 
in combination with a personal data 
score is most significant. (b) A method 
of “progressive selection,” developed in 
accordance with procedures of clinical 
psychology, is proposed as a practical 
aid in selection and training of assist- 
ant managers. By Richard S. Schultz. 
The Journal of Applied Psychology, 
October, 1936, p. 553:14. 


A Better Worker for Every Job 


The first and most important step 
in promoting industrial efficiency is in 
fitting the worker to his work. Mal- 
adjusted workers produce economic 
losses for management while on the 
other hand there is evidence that re- 
search in job analysis and in employee 
selection and training pays important 
dividends to the management. 

Unger and Burr from their investi- 
gations have established minimum men- 
tal age levels below which success at 
given tasks is impossible. Viteles in 
his Industrial Psychology, page 268, 


ae 
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gives a chart showing the relation be- 
tween test scores and average errors 
per man which reveals the relations 
between test measures as predicted in 
successful operation and errors on the 
job. Many special factors such as ac- 
cident-proneness, susceptibility to fa- 
tigue and disease have also been stud- 
ied by the psychologists and their find- 
ings have greatly increased the effec- 
tiveness and usefulness of selective 
methods. One of the greatest contribu- 
tions of psychology to industry is the 
establishment of effective methods of 
training. The workers are trained in 
order that they may become more 
adaptable to the instability under which 
the industries operate. The facts of the 
psychology of learning have been found 


applicable and useful. The will to 
work has been recognized as one of the 
factors which will determine output of 
work and so work motivation has been 
carefully studied. 

Modern industry must discover some 
way to give back to the worker his 
sense of pride in performance which 
seems to have been the experience of 
the skilled artisan of earlier days. The 
humanizing of industrial personal re- 
lationships pays larger dividends than 
almost any other single process which 
modern industrial management may 
carry on. By S. N. Stevens, Ph.D., 
Director, The University College, 
Northwestern University. American 
Business, December, 1936, p. 26:3. 


Benefit Systems and Incentives: Pensions, Profit Sharing, Sug- 
gestions, Vacations, Stock Ownership 


Sharing Profits with Employees 


This study covers what profit shar- 
ing is, the purpose and theory of profit 
sharing, beginnings of profit sharing, 
eligibility for participation, the amount 
to be distributed, basis of distribution, 
form and time of distribution, special 
provisions, and typical plans. De- 
scribed are those of Eastman Kodak, 
Package Machinery Company, and J., 
T. & T. Taylor Limited. 

The essence of profit sharing is a 
recognition of mutuality of interest be- 
tween capital and labor in the success 
of the enterprise in which both are en- 
gaged. Profit sharing thus becomes an 
incentive to further this common in- 
terest and has proved of value as a 
practice of good management in pro- 


portion to the ability of participants 
to control profits. 

It is concluded from the study that 
although many different types of profit- 
sharing plans have been in operation 
during the past century, the majority 
have not survived. Some, however, 
have continued with revisions up to the 
present time. This does not necessarily 
imply that discontinued plans have not 
been successful in accomplishing the 
purpose for which they were intended, 
because the mortality of business con- 
cerns is high over a long period of 
years, 

A fair appraisal of profit sharing is 
difficult in view of the various pur- 
poses or motives of the founders, the 
many types of plans introduced, the 
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differences in local conditions, and the 
personalities of the founders. 

Profit sharing is not a panacea for 
industrial ills; it is rather a part of 
an industrial relations program. Profit 
sharing, for example, is not considered 


compatible with a low wage scale, and - 


some authorities point out that the cur- 
rent rate of wages should not be made 
to fluctuate automatically with profits. 
This school of thought is of the opin- 
ion that profit sharing should be en- 
tirely independent of the wage-setting 
process. Thus they believe it is pos- 
sible for profit sharing and collective 
bargaining to exist side by side. 
Similarly, it is maintained that the 
profit-sharing program should be fit- 
ted into and not conflict with a com- 
pany’s program for employee security 
— disability, unemployment, retire- 
ment, and death benefits. The cost of 
these provisions today is likely to be 
treated as operating expense and thus 
may affect the percentage of profit al- 
lotted to employees. Policyholders 
Service Bureau, Metropolitan Life 
Insurance Company, 1936. 21 pages. 


Two Dividend Sharing Plans That 
Work 


The Package Machinery Company 


and Sangamo Electric Company have - 


proved that better work, lower turn- 
over and improved labor relations fol- 
lowed the introduction of their plan 
to share dividends. The two compa- 
nies although following the same idea 
in their plan have distinct ways of 
working out that plan. 

The Sangamo Electric Company is- 
sues to each employee, regardless of 


position, on completion of two years’ 
service, a certificate referred to as a 
“service warrant.” Each year on the 
payroll entitles a worker to a bonus 
equal to the dividends on two shares 
of stock. 

The Package Machinery Company, 
which introduced this plan carries it 
out a little differently as has been men- 
tioned. This concern issues warrants 
to employees at the end of one year 
with the company, and in addition to 
paying bonus-dividends on the same 
basis as Sangamo, each warrant carries 
with it $100 of life insurance, free of 
cost to the recipient. 

The warrant promises the worker 
nothing except that if there are divi- 
dends he will share in them. It en- 
tails no investment on the part of the 
employee, no financial responsibility of 
any kind, no participation in ownership 
of the company and no continuing 
rights to the worker who leaves the 
company, or to his family after his 
death. 


This service-warrant plan is not the 
only evidence of mutual understanding 
among workers and executives. There 
are clubs, parties and various activities 
where all workers meet on a plane of 
equality. The worker’s health and 
happiness are considered. By L. E. 
Frailey. American Business, Decem- 
ber, 1936, p. 12:3. 


Shall Workmen Share in Profits? 


Profit sharing has suddenly ad- 
vanced to a position of primary im- 
portance in the relationships between 
employers and employees. “Profit 
sharing” should be limited to arrange- 


: 
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ments under which employees receive, 
in addition to their wages, predeter- 
mined shares in the profits of the busi- 
ness. But there are also other plans 
based upon company earnings but nev- 
ertheless not falling within any ac- 
cepted definition of profit sharing. This 
type may be based on the wage rate 
and the employee’s length of service. 
These types are similar and may be 
considered together. 

Beginning with the business recov- 
ery the interest in these plans which 
was dropped during the depression re- 
vived and in 1936 many millions were 
passed out to wage earners in shares 
of profits, bonuses and other extra 
compensation. The federal tax law of 
1936 provides an incentive to distrib- 
ute these profits to somebody rather 
than to carry them in reserves. Many 
employers prefer to pay the increase 
in earnings in the form of bonuses 
than by the less flexible method of ad- 
vancing hourly or piece rates. Are the 
employees entitled as a matter of right 
to share in the profits which they help 
to create? They really do not share 
in the losses and so the employer who 
happens to prefer not to share profits 
need have no qualms of conscience 
about it. Many feel that profit shar- 
ing makes the employees do better 
work and so benefits the employer. 
This theory does not always work out. 
If the employer wants a profit sharing 
plan he must be sure that the plan he 
adopts is suited to his particular com- 
pany. He must be prepared to share 
the information about earnings and 
costs. It is seldom advisable to make 
profit sharing the first item in an in- 


dustrial relations program. More of- 
ten it is better to let it be one of the 
last. By Edward S. Cowdrick. Na- 


tion’s Business, January, 1937, p. 29:4. 


The Dennison Hospital Benefit 
Association 


The Men’s Mutual Relief Associa- 
tion of the Dennison Manufacturing 
Company, directed and controlled by 


‘ the employees, has been in existence 


for over 25 years. Since 1932 it has 
borne all expenses for collection and 
clerical work which before this time 
had been taken care of by the com- 
pany. The Association pays any sick, 
injured or disabled member $12.00 per 
week for a period of 10 weeks in any 
one year at the cost of fifty cents per 
month, per member. There is a wait- 
ing period of one week before benefit 
begins and a death benefit of $100.00. 

The Association for $2.00 per mem- 
ber, per year, gives hospital care when 
needed. This division is called the 
Hospital Benefit Association. Any 
member who is sick or injured is en- 
titled to four weeks’ care in any hos- 
pital, at a rate not exceeding $4.00 per 
day. All new employees are required 
to have a physical examination as are 
all new members of the Men’s Mutual 
Relief Association. However, this ex- 
amination does not bar any employee 
from membership in the Relief Asso- 
ciation. 

This plan for group Hospital In- 
surance is interesting because it gives 
hospital care to a sizable industrial 
group at a low annual cost per mem- 
ber. It gives its members a strong 
sense of security against economic loss 
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due to a prolonged hospitalization and 
it is one more workable plan of hos- 
pital insurance, which is a live sub- 
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ject at the present time. By Halstead 
G. Murray, M.D. Industrial Medi- 
cine, December, 1936, p. 639:1. 


Shop Methods: Industrial Engineering, Standardization, Waste, 
Rate Setting, Time and Motion Study 


The Neglect of the Human Factor 
in the Prevention of Industrial 
Accidents 


In an earlier article, the author 
showed that a very much larger pro- 
portion of industrial accidents are due 
to carelessness or inattention, lack of 
knowledge or lack of skill, on the part 
of the human subject involved than to 
the conditions under which the work 
is done. It follows that in order to 
reduce accident frequency it is essen- 
tial to study the human factor and 
make appropriate use of the knowledge 
so obtained. This is the thesis which 
the author sets forth in this article. 

Considering that the progress made 
along these lines is unsatisfactory, he 
shows that workers who are particu- 
larly liable to incur accidents in some 
particular occupation could usefully be 
transferred to another in which there 
is less scope for their unfortunate pro- 
clivity. He also stresses the value of 


safety organizations; in spite of the. 


small amount of progress hitherto 
made in industry, he expresses the opin- 
ion, which he supports by data taken 
from statistics of road traffic accidents 
in London and America, that syste- 
matic and well-applied safety instruc- 
tion can achieve useful results by train- 
ing the workers in methods of acci- 
dent prevention and by promoting the 


development of semi-automatic habits 
adapted to that end as well as of con- 
scious efforts. By Dr. H. M. Vernon. 
International Labour Review, Decem- 
ber, 1936, p. 772:10. 


Conveyor Assembly 
Keeps a Plant on Its Toes 

Until last November, diesel engines 
at Caterpillar Tractor Company’s plant 
in Peoria, Ill., were assembled on a 
line where the individual motor blocks 
were mounted on dollies and pushed 
along by hand from station to station. 
It was entirely feasible for precision 
assembly, since the dollies travelled 
along a two-rail track and the engines 
were firmly positioned at all times. But 
it was decided that a mechanically- 
moved conveyor would do the job bet- 
ter, and one was laid out in another 
building to which operations were 
transferred. 

Results have been startlingly success- 
ful. Savings in direct labor—the prin- 
cipal objective in making the shift— 
have been disclosed as of secondary im- 
portance. The labor has been saved, 
justifying the installation, but the big 
saving has come about through the 
effects of that conveyor, extended all 
through the diesel engine department 
and all departments that feed it, from _ 
the most distant and apparently most 


insignificant sub-assembly or machine 
operation right on through the engine 
department itself. 

“When the old line was operating, a 
man was supposed to perform his oper- 
ation and then push the work along,” 
explains the production txecutive in 
charge of the plant. “Whether he actu- 
ally did his job on time, and pushed it 
along to the next station, was pretty 
hard for the foreman to control. What 
happened was that a good many jobs 
stayed toc long at one station; then 
everybody iustled in an effort to catch 
up. In brief, production was by fits and 
jerks, and it was almost impossible to 
trace all causes of delay. 

“When we put it over on the moving 
chain, that all cleared up as if by mag- 
ic.” By Arthur Van Vlissingen, Jr. 
Factory Management and Mainte- 
nance, November, 1936, p. 49:5. 


Motion Camera Uncovers 
34 Per Cent Saving 


When the American Institute Laundry 
became interested in the possibility of 
applying motion study to laundry oper- 
ations, it analyzed a number of opera- 
tions to see whether or not they could 
be improved. The laundry not only does 
a commercial business but also serves as 
a demonstration and training plant for 
the members of the Laundry-Owners’ 
National Association. 

The first operation selected for study 
was the finishing of. shirts, which keeps 
about 15,000 women and girls busy day 
in and day out, throughout the country. 
Presumably, with its special position in 
the industry, practice at the Institute 
Laundry was not appreciably behind 
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the best practice then in use, but it was 
found possible, by rearranging the pro- 
cess at slight expense, to reduce pre- 
vious time by 34 per cent. 

A motion picture camera with an 
f:1.9 lens, geared to a motor that ex- 
posed 1,000 frames per second, was 
used with photo-flood lighting, both be- 
cause of the unapproachable accuracy 
for study given by the film and of the 
value of this permanent, detailed, and 
pictorial record in demonstrating and 
teaching the new methods developed. 
The film record thus obtained of the old 
operation was analyzed and a simo- 
motion chart was constructed. This 
chart was then studied, in the light of 
principles of motion economy, to see 
which elements were unnecessary and 
could be eliminated. A possibility chart 
was constructed, showing what might 
be expected. 

The operation was then re-construct- 
ed. The final sequence of motions did 
not by any means appear full-fledged 
from the first study. A good deal of ex- 
perimenting was done; at one time the 
old method was demonstrated before a 
group of interested engineers, and 
their suggestions were recorded in de- 
tail. While the actual development was 
thus largely a matter of experiment, the 
chart analysis pointed out the places to 
look for improvement. That is half the 
battle when you are so familiar with an 
operation that you can see no way to 
improve it. 

Most of the changes were perfectly 
obvious once they were made. But it is 
not until you begin to study the small 
elements of motion, too short to be 


caught with a stopwatch or even to be 
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noticed by the untrained eye, that you 
become aware of these small wastes. 

The method as finally developed, to- 
gether with various other applications 
of motion study to typical operations, 
are now being taught to employees of 
members of the Association. The mo- 
tion picture projector has been found 
most useful in this teaching. By Walter 
A. Reinhard and Raymond E. Smith. 
Factory Management and Mainten- 
ance, November, 1936, p. 46:2. 


Elimination of Waste 


Often concentration upon waste it- 
self is liable to obscure the fact that 
the problems both of its existence and 
of its elimination are basically prob- 
lems of how to deal with the individ- 
ual, because the waste of any institu- 
tion is essentially the accumulated 
waste of all the individuals engaged 
in it whether waste of personnel or 
waste by personnel. 

Under waste of personnel the au- 
thor comments on eliminating waste 
in selection tests, introduction to the 
job, training schemes, and the cost of 
training new employees. He also men- 
tions wastage due to accidents and sick- 
ness, labor turnover, continuity of em- 
ployment, pension schemes, and unem- 
ployment. 

In discussing waste by personnel, the 
author suggests the use of a display 
which will bring home to the worker 
in just what ways money, time and ma- 
terials can be wasted. For example, 
an uncovered bottle of naphtha and a 
covered bottle were displayed together, 
and the waste from evaporation was 
recorded with the price of the naphtha. 


THE MANAGEMENT INDEX 


A perfectly good cable, 46 feet long, 
which had been sent to salvage as scrap 
and the globe of a portable lamp 
broken due to being used without a 
guard, plus prices, were displayed. 
Ways in which waste can be elimi- 
nated are by the conservation of ma- 


terials, the reclaiming of scrap materi- 


als, investigation into the distance 
which employees have to travel to get 
to work, the use and control of such 
services as electricity, gas, water, hy- 
draulic power, and assurance that the 
worker is well informed about the com- 
pany, etc. By D. B. Collett. Indus- 
trial Welfare and Personnel Manage- 
ment, October, 1936, p. 24:5. 


200 Key Men Took Motion 
Economy 


Description of the course in motion 
economy given by International Busi- 
ness Machines Corporation to fore- 
men, assistant foremen, and other key 
men, begun in the July issue of Fac- 
tory Management and Maintenance 
continues with a few of the applica- 
tions of motion economy principles 
used as illustrations in the class or de- 
veloped as projects by class members. 
By Myron A. Lee. Factory Manage- 
ment and Maintenance, September, 
1936, p. 40:1. 


The Relief of Eyestrain on a Fine 


Assembly Process 

In the course of an investigation by 
the National Institute of Industrial 
Psychology, England, visual fatigue 
among men engaged on a fine assembly 
process was greatly reduced by the pro- 
vision of glasses for men with defective 
vision, the introduction of a rest pause, 


: 
: 
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the installation of a new type of light- 
ing unit, specially designed for the 
work. Output, in consequence was in- 
creased by nearly 20 per cent, and the 
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The Use of Market Research 

in Industrial Marketing _ 

How are market studies made? The 
principal steps in market research are 
fundamentally the same as those for 
any type of research, and here are some 
of them: 

The first step is the determination 
of the problem. What do we want to 
know? What are our objectives? This 
is not a one-man job. Objectives are 
only determined after consultation with 
all interested parties. There is no such 
thing as a complete market study on one 
product. If the objectives of a study 
are too broad, a “progressive” study is 
made. For example, three studies have 
been made on refrigerated bodies for 
ice cream delivery, each of which studies 
attempted to supply facts to help with 
a problem that had to be solved as the 
devtlopment progressed. 

Next comes the gathering of facts. 
All the facts needed come ultimately 
from users-customers, or prospective 
customers. Some of the facts may have 
been gathered by trade associations, the 
government bureaus, and publishers. 
For additional data an analyst goes 
directly to the customer. The channels 
to be used depend upon the information 
needed and the type, number, and lo- 
cation of people from whom it must be 


obtained. Advertising is, in one sense, © 
the reverse of market research; adver-— 
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percentage of spoiled work reduced by 
more than half. By J. H. Mitchell. 
The Human Factor, October, 1936, 
p. 342:6. 


tising sends information to customers; 
market research gets information from 
customers. 

Much could be said about technique 
in preparing questionnaires and inter- 
viewing. Several principles are of suf- 
ficient importance to mention: 

1. Since the purpose of the ques- 
tionnaire is to enable the analyst to 
measure his result statistically rather 
than merely to get an impression, it is 
necessary while preparing the question- 
naire to foresee the interpretation pro- 
cedure which must follow. 

2. It is important to test every- 
thing. Test all phases of the question- 
naire, of the lists, of the mechanics of 
mailing, and of the channels of infor- 
mation. We try to run at least one 
test with every mailing, and pre-test 
all major studies. 

3. Questions involving psychology 
must be handled in a manner different 
from that followed in questions of eco- 
nomics. It is not possible to depend 
upon replies to “why” questions, be- 
cause the replies are likely to be ration- 
alizations rather than real reasons. 

4. In the questionnaire, don’t use 
a check list if it is part of the answer. 
If the check list is part of the question, 
it is all right. In other words, do noth- 
ing to influence the answers. 

The next step is analyzing the facts. 
Each fact must be considered in relation 
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to every other fact, and psychological 
factors must be treated separately. A 
mathematician can tell whether the 
data are homogeneous, whether there is 
an adequate sample, and whether the 
results of your tests are statistically 
significant. 

In a recent study of the market for 
one of our products sold to railroads it 
was discovered that an almost perfect 
index existed in the number of mem- 
berships each railroad held in the Rail- 
way Signal Association. 

Two of our men just completed 250 
interviews in Ohio. Among the things 
they discovered was that customers do 
not like the smell of one of our prod- 
ucts. We did not know that this prod- 
uct had a smell. 

Determining the most profitable 
course of action is the next step, and 
this is a job for management. Aggres- 
sive action is most likely to result when 
decisions are based on facts. 

Undoubtedly there would be less un- 
successful research if two things could 
be accomplished: 1. Greater success on 
the part of market analysts in fitting 
themselves into their own organizations ; 
2. If executives could be impressed that 
special training is required for the 
handling of market research work. By 
Robert L. Gibson, Manager, Market 
Research Division, General Electric 
Company. Industrial Marketing, No- 
vember, 1936, p. 23:4. 


Futility of Price Appeal 
The salesman who sells on a price 


basis is bound to be an in-and-outer— 
he is in today and out tomorrow. The 
question of price is the most futile ar- 
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gument that salesmen can possibly use; 
and yet we still see men who permit 
their own price complex to drive them 
into a corner and beat them down. 

The following are all fallacies com- 
monly found in sales organizations. 

To think that price is everything. 
To think that price is a good sales 
argument. To think that cut prices al- 
ways hold a buyer. To think that low 
prices can replace advertising and sales- 
manship. To think that low price mer- 
chandise is “just as good.” To think 
that price buyers are in the majority. 
To think that a manufacturer’s size 
affects the quality of his merchandise. 
To think that the cheap manufacturer 
has everything his own way. To think 
that price is the first thing a buyer con- 
siders. To think that the average buyer 
has no preference for quality. To think 
that there are not enough buyers for 
high grade merchandise. To think that 
big business organizations always make - 
the most desirable buyers. By Harry 
Simmons. Printers’ Ink Monthly, No- 
vember 1936, p. 13:3. 


Playing Fair on Discounts 


Our company experienced a great 
deal of difficulty with customers who 
take discounts after the expiration of 
the time limit. Finally, a policy was 


worked out that has been effective in 


keeping this malpractice at a low figure. 

The matter of taking discounts out 
of order had been growing for some 
time. One customer assumed that he 
would be granted a discount 53 days 
after the date of invoice, when the 
terms of the sale, typed plainly on the 
invoice, specified 2 per cent discount 
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only if the bill was paid within 10 days. 
The selling company adopted the strict 
policy of returning checks received after 
discount period when the discount had 
been deducted. 

To forestall loss of good-will which 
this policy might involve, a printed slip 
was sent with each invoice urging the 
customer to “play fair.” The balance 
of the slip reads: 

“Making sales terms and permitting 
them to be violated continually takes 
away the fundamental law of ethics and 
destroys the greater usefulness of credit. 
There is as much logic in specifying 
terms, ‘pay when you get ready and 
take your discount’ as in specifying 
regular terms and allowing them to be 
violated. The call is to attack these 
evils in the name of honorable business 
relations and establish a new day for 


commercialism along credit lines.” 

Fine results are being obtained from 
this printed slip. The Office Economist, 
September-October, 1936, p. 13:1. 


What Can We Do 
If Competition Has Gobbled Up 
the Good Outlets? 


Authorities in the trade claim that 
one of the reasons for the amazing suc- 
cess of German cameras in this country 
is that the largest domestic manufactur- 
er of cameras has been selling through 
too many stores in the larger markets. 
Price cutting resulted. Regular cam- 
era dealers were not able to make any 
money. They lost their enthusiasm for 
the line and let promotional effort 
dwindle. The sale of cameras lagged. 
The camera fad seemed to be dying. 

Then along came the Leica and other 


new, types of foreign cameras. , 
sale of these cameras was confined to 
legitimate photographic stores. The in- 
struments were high grade and sold at 
prices greatly in excess of what the 
average camera formerly sold for. The 
dealers got behind these instruments 
and pushed their sales aggressively. Of 
course, foreign cameras have always 
been sold to some extent in this country, 
but the influx of new types came just 
at a time when the retail trade was 
open for something that would enable 
it to make money on _ photographic 
goods. 

What has happened in the camera 
business since the introduction of these 
quality instruments is proof that a 
soundly merchandised new product, of 
demonstrable merit can trade up its 
entire industry. Formerly the biggest 
dollar volume in camera sales was in 
instruments selling around $25. Today, 
the largest dollar volume is in instru- 
ments retailing for more than $100. 
By John Allen Murphy. Sales Man- 
agement, November 15, 1936, p. 790:4. 


Expenses and Profits of Limited 
Price Variety Chains in 1935 


The profits of limited price variety 
chains declined in 1935. Chains con- 
trolling somewhat more than 30 per 
cent of the trade in the United States 
in 1935 earned net merchandising 
profits (after interest on net worth) 
of more than $33,000,000, or 4.5 per 
cent on sales amounting to $742,000,- 
000, a slight decline from the percen- 
tage for 1934. In 1935 the 30 chains 
on which this study is based paid $473,- 
000,000 for merchandise, leaving 
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$269,000,000 as gross margin to cover 
expenses and net profit. 

Chains covered in the study fall into 
three groups: firms with price limits 
of 25 cents or less, concerns with a $1 
limit but with most of their merchan- 
dising emphasis on low-price items, and 
firms with a $1 limit but with less em- 
phasis on low-price merchandise. Those 
with a limit of 25 cents or less had 
profits in relation to sales higher than 
either of the others, primarily because 
their higher gross margin rates more 
than offset their higher expense per- 
centages. 

In 1934 the profit rates of large and 
small chains were very similar, 
although in earlier years the large stores 
were found to have higher profits in 
relation to sales than the smaller ones. 
This relative improvement in 1934 in 
the small chains was ascribed to the 
fact that farm income advanced more 
rapidly than did national income as a 
whole. In 1935 there was a return to 
the earlier condition; that is, the large 
chains had net profit rates distinctly 
higher than those of the small chains. 

The expenses incurred by variety 
chains in their stores were much larger 
than those required for the operation of 
central organizations. Chains of 


medium size spent only one-seventh of | 


total costs before interest, and large 
chains only one-ninth of total costs for 
their central office and supervisory 
functions. The aggregate compensa- 
tion of officers, executives, buyers, and 
superintendents for the chains of 
medium size represented 1.82 per cent 
of sales, while for the large chains pay- 
ments made to occupants of these posi- 


tions required only .97 per cent of 
sales. It is of interest that the compen- 
sation of store managers in 1935 was a 
higher percentage of sales than the sum 
of all payments to central office execu- 
tives. By Stanley F. Teele. Harvard 
University, Graduate School of Busi- 


‘ness Administration, Bureau of Busi- 


ness Research Bulletin Number 103, 
October, 1936. 30 pages. $1.00. 


Choosing and Protecting a Trade 
Mark 

Not only from the legal aspect, but 
because trade marks are destined to be- 
come of increased importance in the 
distribution of goods, greater consider- 
ation should be given to their selection 
and protection. 

In choosing a trade mark, one should 
proceed with great care as many con- 
siderations enter into the choice—the 
nature of the product; the method of 
its use; the place where it is to be used ; 
its adaptability to modern conditions, 
etc. Obviously it is impossible to lay 
down rules for choosing a trade mark 
but one thing should be emphasized, 
and that is that it is impossible to ex- 
ercise too much care. 

Trade mark rights rest upon the 
common law and that law specifies that 
rights to a word or a brand can be ac- 
quired only by one who is the first to 
use it on goods as a trade mark. Once 
a trade mark is chosen, put to use, and 
legal rights acquired in it, it becomes 
necessary to protect it. And the pro- 
tection of trade marks is likely to be- 
come a matter of greater moment as 
the years go on for there are indica- 
tions that they are likely to increase in 
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importance. One important reason for distribution. In any simplification of 
this increase is that there is some rea- merchandising the trade mark would 
son to believe that we are likely to seem likely to play a very considerable 
devise before very long a far simpler, part. By Harry D. Nims. Industrial 
more economic, and direct system of Marketing, December, 1936, p. 21:3. 


Books Received 


CALENDAR REFORM. By Alvin W. Johnson. International Religious Liberty 
Association, Washington, D. C., 1936. 173 pages. $1.50. This book has been written 
in answer to the query “Calendar Reform—What Does It Mean?” It is an attempt 
to consider and. discuss some of the basic principles of calendar revision, both as to its 
economic and religious aspects, and finally, if possible, to draw some conclusion concern- 
ing the desirability of calendar reform. 


REGIONAL SHIFTS IN THE BITUMINOUS COAL INDUSTRY. By Wilbert 
G. Fritz and Theodore A. Veenstra. Bureau of Business Research, University of Pitts- 
burgh, Pittsburgh, 1935. 197 pages. $2.00. Primarily an analysis of markets served by 
Pennsylvania bituminous coal producers and of changes in those markets, with emphasis 
directed toward those problems of instability that have characterized the soft coal indus* 
try in the United States during the past two decades. 


PROCEEDINGS OF THE COUNCIL FOR INDUSTRIAL PROGRESS. Co- 
ordinator For Industrial Cooperation, Washington, D. C., 1936. 177 pages. $5.00. A 
report of the proceedings of the Conference of Industry and Labor held December 10-11 
a en D. C., at the call of the Coordinator for Industrial Cooperation, Major 

rge erry. 


LIFE INSURANCE: A LEGALIZED RACKET. By Mort Gilbert and E. Albert 
Gilbert. Farrar & Rinehart, Inc., New York, 1936. 205 pages. $2.50. Presents plans 
for saving money on premiums, realizing cash values, canceling loans, restoring the full 
protection originally promised in the policy. The right policies, the authors assert, 
are available, but “they are not the ones they try to sell you.” 


DEMOCRACY IN DENMARK. By Josephine Goldmark, A. H. Hollman, and 
Alice G. Brandeis. National Home Library Foundation, Washington, D. C., 1936. 187 
and 158 pages. $.25. A story of Denmark’s progress in the achievement of democracy. 
In two parts, it envisages the success of the co-operative movement and the Danish Fi 
High School. The authors develop the concept that the utilization of human resources 
al national intelligence has improved the entire citizenry. 


PUBLIC SERVICE AND SPECIAL TRAINING. By Lewis Meriam. The 
University of Chicago Press, Chicago, 1936. 83 pages. $1.50. The author believes that 
excellence in public administration is best achieved through experience in public service 
and through postentry training. He minimizes the value of highly specialized training in 
general public administration prior to entry, and stresses the importance of basic univer- 
sity education in the professions or in the subject-matter fields. 


THE FRONTIERS OF PUBLIC ADMINISTRATION. By John M. Gaus, 
Leonard D. White, and Marshall E. Dimock, The University of Chicago Press, Chicago, 
1936. 146 pages. $2.00. Discusses the principle of responsibility, the necessity of dis- 
cretion, theories of organization, the social setting and implications of public administra- 
tion, and the objectives which it should seek. 


PRINCIPLES OF LABOR LEGISLATION. By John R. Commons and John B. 

. Harper & Brothers, New York, 1936. 606 pages. $3.25. Fourth Revised 

Edition. Gives an up-to-date picture of unemployment; the latest developments in 

legislation regulating fee-charging employment agencies; efforts providing employment 

works; the substantial advance of fair-wage legislation of recent years; 
NRA influences ; 


; social insurance of many kinds; and related subjects. 
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SHOULD THE GOVERNMENT OWN AND OPERATE ELECTRIC UTILI- 
TIES? Edited by E. C. Buehler. Noble and Noble, Publishers, Inc., New York, 1936. 
350 pages. $2.00. This book contains extensive and enlightening material setting forth 
the advantages and disadvantages of government ownership of electric utilities. The data 
are taken from current periodicals and books published during recent years. 


THE BUSINESS PAPER EDITOR AT WORK. By eR Soar G. Woolf. Mc- 
Graw-Hill Book Company, Inc., New York, 1936. 54 pages reflections 
and advice on the profession of business paper editing, its A ie Be ag and the 
ideal which may be reached. The author himself has been a business paper editor for 


20 years, and writes in the light of rich experience. 


Migration and Economic Oppor- 
tunity. The Report of the Study 
of Population Redistribution. The 
University of Pennsylvania Press, 
Philadelphia, 1936. 763 pages. $5.00. 


This book is the report of the Study 
of Population Redistribution which 
was organized in 1934 under the aus- 
pices of the Industrial Research De- 
partment of the Wharton School of 
Finance and Commerce of the Univer- 
sity of Pennsylvania. The project was 
initiated by the Social Science Research 
Council and has been supported by a 
grant from the Rockefeller Founda- 
tion. The Study was asked to consider 
what movements of population within 
the United States might be necessary 
and desirable, and what part, if any, 


the Government should take in encour- 


aging or guiding them. Its commission 
was thus to make a reconnaissance of 
the field of internal migration in the 
hope of discovering bases for the deter- 
mination of public policy. 

Certain specialized parts of the 
Study’s work have already been pre- 
sented in: Bulletin Number One—In- 
ternal Migration in the United States, 


by C. Warren Thornthwaite, Phila- 
delphia, 1934 (Out of Print); Bul- 
letin Number Two—Migration and 
Planes of Living by Carter Goodrich, 
Bushrod W. Allin, and Marion Hayes, 
Philadelphia, 1935; Bulletin Number 
Three—Is Industry Decentralizing? 
by Daniel C. Creamer, Philadelphia, 
1935; Bulletin Number Four—Con- 
centration and Scatter in the Mineral 
Industries, by Frederick G. Tryon. 

The present volume makes free use 
of the material of these bulletins and 
attempts a statement of the findings of 
the Study as a whole. 


Public Utility Industries. By G. 
Lloyd Wilson, James M. Herring, 
and Roland B. Eutsler. McGraw- 
Hill Book Company, New York, 
1936. 412 pages. $3.50. 


In supplying economic goods and 
services which society considers essen- 
tial to its welfare, the public utility in- 
dustries have come to be set apart and 
subjected to treatment differing from 
that accorded other industries. It is 
the purpose of this study to present de- 
scriptive and factual data necessary to 
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an understanding of the nature and 
characteristics of the industries in- 
cluded in this special group. 

The volume presents first the gen- 
eral nature of the public utility indus- 
tries, by considering the economic, 
legal, and sociological characteristics of 
the industries lying in the public utility 
category. Principles of public utility 
tate making are considered also from 
this general point of view. Following 
this general discussion the book treats 
successively the economic features, or- 
ganizations, function, services, rate 
structures, and policies of the manufac- 
tured and natural gas industries, the 
electric light and power industries, the 
water-supply industries, the motor 
transportation industries, urban street 
car and rapid transit industries, inter- 
urban electric railway industries, pipe 
line transportation industries, and tele- 
phone, telegraph, cable, and radio com- 
munication industries. A final chapter 
treats of the nature and significance of 
the trends toward the consolidation 
and combination of the utilities in ver- 
_tical and horizontal patterns. 

In their conclusions the authors com- 
ment significantly, “Without a doubt, 
the most unsatisfactory aspect of the 
combination movement in the gas and 
electric utilities has been the pyramid- 
ing of holding company upon holding 
company by which a few individuals 
employing small amounts of their own 
funds have obtained control of vast 
utility empires. Many such consolida- 
tions have had little relationship to un- 
derlying economies or to considerations 
of the public interest. They have been 
effected for purposes of private gain, 


which has been achieved through the 
inflation of values, stock manipulation, 


unfair and unreasonable intercompany 


payments for goods and services, and 
through many other methods of ex- 


ploiting operating companies.” 


Neutrality and Collective Security. 
By Sir Alfred Zimmern, William 
Edward Dodd, Charles Warren, and 
Edwin DeWitt Dickinson. The 
University of Chicago Press, Chi- 
cago, 1936. 277 pages. $2.50. 
Included in this book are the lec- 

tures delivered at the Twelfth Insti- 

tute under the Norman Wait Harris 

Memorial Foundation, held at the 

University of Chicago from June 23 

to July 2, 1936. 

The eminent collaborators join in 
answering the questions, Can mankind 
ever be educated to world citizenship? 
Is there a possibility of establishing 
“the safety of all by all?” 

Sir Alfred Zimmern presents col- 
lective security as a program linked 
with the ideals and habits of liberal 
states which subordinate considerations 
of power to considerations of welfare. 
By a clearer understanding of their 
requirements and interests in the con- 
temporary world he believes that these 
“welfare states,” which control an 
overwhelming share of the world’s re- 
sources, can collectively secure them- 
selves against the states of a different 
character which are challenging them. 

William E. Dodd, suggests that lib- 
eralism, internationalism, and pros- 
perity are linked together and that if 
any one of them is repudiated, the rest 
will pass away. 
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Charles Warren warns that even the 
greatest precautions can provide no 
guaranty of security. “In a neighbor- 
hood of highly inflammable buildings, 
to rely on the supposedly fireproof 
quality of one’s own house and to make 
no effort to prevent a conflagration is 
a dangerous means of trying to play 
safe.” 

Edwin DeWitt Dickinson is confi- 
dent that contemporary difficulties and 
defections will not fundamentally alter 
the tendencies of building and rebuild- 
ing which have manifested themselves 
during the past centuries as the fruits 
of cooperation and commitment. 


Federal and State Unemployment 
Insurance. Commerce Clearing 
House, Inc., New York, 1936. 123 
pages. $1.00. 

This book contains an explanation 
cf the Federal Social Security Act, the 
full text of the Act, Federal Regula- 
tions, a table of payroll tax rates under 
the Federal and State Act, and illus- 
trations of payroll record set-ups. 


Wages, Hours, and Employment 
in the United States, 1914-1936. 
By M. Ada Beney, National Indus- 
trial Conference Board, New York, 


1936. 197 pages. $2.50. 


In June, 1936, workers in twenty- 
five manufacturing industries as a 
whole had more than recovered the 
wage reductions of the depression, it is 
stated in the summary of this volume. 
Average hourly earnings were 4.6 per 
cent above those of 1929 and 1.0 per 
im cent above the post-war high of 1920. 
§ Although, because of a reduction of 


18.4 per cent in the average work- 
week, actual weekly earnings in June, 
1936, were 14.4 per cent lower than 
in 1929. The purchasing value of 
weekly earnings in June, 1936, as a 
result of decreases in living costs, was 
0.7 per cent higher than in 1929. 

~The number of workers employed 
in these twenty-five industries was 12.6 
per cent less than the number of work- 
ers employed in 1929. The total num- 
ber of man-hours worked was 28.7 per 
cent below those of 1929, and payroll 
disbursements were 25.2 per cent be- 
low the 1929 level. 

Average hourly earnings of women 
have increased to a slightly larger de- 
gree over the 1929 level than those of 
men; the increases in June, 1936, 
amounting to 7.8 per cent and 3.4 per 
cent respectively. On the other hand, 
average hours of work of men were 
reduced 18.1 per cent and those of wo- 
men, 21.0 per cent during this period. 
Real weekly earnings of men in June, 
1936 were 0.3 per cent below the 1929 
level, while those of women were 0.2 
per cent above the 1929 level. 

Workers in the manufacture and 
distribution of gas and electricity and 
on the railroads were in better position 
in 1936 than in 1929 insofar as actual 
hourly earnings and real weekly earn- 
ings are concerned. The increase in 
actual hourly earnings from January, 
1929 to January, 1936, amounted to 
18.1 per cent for workers in the gas 
industry and 17.0 per cent for workers 
in the electricity industry. The pur- 
chasing power of weekly earnings, that 
is, real weekly earnings, rose 15.5 per 
cent for workers in the gas industry 
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_ and 17.8 per cent for workers in the 
electricity industry during the same 
period. Hourly earnings of railroad 
workers in April, 1936 were 5.0 per 
cent higher than in 1929, and real 


the 1929 levels. In July, 1936, wage 
rates per month with board were 36.5 
per cent lower than in 1929, and with- 
out board, 34.4 per cent than in 1929. 
No data are available in regard to real 
earnings of agricultural workers. 
The Role of Politics in Social 
Change. By Charles E. Merriam. 
New York University Press, New 
York, 1936. 149 pages. $3.00. 
- This volume comprises a series of 
lectures given at New York Univer- 
sity in November, 1935 under the 
sponsorship of the Stokes Foundation. 
The author believes that the modern 
world suffers from a lack of balance 
between what is called the political and 
what is called the economic; a lack of 
working  interrelationship between 
these two, and between politics and 
economics and the larger social order. 
He declares that this misunderstand- 
ing, obstructing the way to clear think- 
ing-and intelligent social action, is the 
result of a century of tragic misinter- 
_ pretation of these relations, now pro- 
ducing its full effect in a period of 
sweeping change when adjustment is 
Px “The basic troubles of our time,” he 
‘comments, “are not fundamentally 
‘economic’ only, but are scientific and 


Our difficulties involve forms of be 
havior, value systems, ideas, and insti- 
tutions beyond the bounds of ‘econom- 
ics’ in any ordinary use of that term. 
To characterize this bundle of factors 
as ‘economic’, and then even worse to 
try to solve the problem in terms of 
old-time economics, is the supreme mis- 
understanding of our time. The organi- 
zation of the old value systems and the 
new science in workable forms and 
practices is the root problem of the 
present age.” 

If corrective influences are to be 
found, diligent search is required for 
the strategic directive society in any 
given society or part of it, he concludes, 
in order that the regulative system may 
be set up and operated with the least 
friction and wastage of effort. But, 
says Dr. Merriam, the formalism of 
the law, the mechanistic nature of 
much governmental theory and prac- 
tice, and the neutral attitude of many 
classical or neo-classical economists 
make this by no means an easy task. 
' The author is of the opinion that 
America does not stand at the broken 
end of a worn-out way. Vistas of wider 
prosperity than ever, he asserts, stretch 
out before us; higher standards of 
American living; finer achievements in | 
American liberty, equality, and justice, 
if we have the wit, the will, the faith, 
the courage to reach out and take them 
—to utilize the heritage of American 
natural and human resources—the 
richest gift to any modern state. 

A provocative yet satisfying book by 
an admirably forthright author. — 
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